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Washington reports.....
A  newsletter for leaders of the accounting profession, covering (1) recent Federal developments affecting accountants 
(2) related action by committees of the American Institute of Certified Public Accountants and (3) other Federal 
developments of interest.
Dear S i r :  W ashington, August 19, 1966
HR 10 now approaches c r i t i c a l  s ta g e . The H ouse-passed b i l l  to  
improve self-em ployed  re tire m e n t law (PL 87-792) has been b e fo re  Senate 
Finance Committee s in ce  June 7 .
Chairman R u sse ll Long has agreed to  hold  h e a r in g s , w ith  d a te s  not 
y e t schedu led . H earings w i l l  p robably  be b r i e f ,  w ith  Committee a c tio n  very  
hard  to  p r e d ic t .  T reasury  spokesmen con tinue  to  oppose HR 10, bu t new 
stim u lu s  from U. S. Chamber of Commerce and American Farm Bureau fo r  House- 
passed v e rs io n  (which American I n s t i t u t e  and o th e r self-em ployed  groups 
a c t iv e ly  support) has helped  to  g ive  th i s  y e a r 's  b i l l  a f ig h t in g  chance.
May is su e  of th i s  n e w s le tte r  d esc rib ed  b i l l , l e g i s l a t i v e  environm ent 
and h is to ry  of p a r t i c ip a t io n .  S ta te  s o c ie t ie s  o f acco u n tan ts  in  Senate 
Finance Committee s t a t e s  a re  u rg ing  key support fo r  b i l l .  Support NOW is  
e s s e n t i a l .  While outcome i s  very  d o u b tfu l, newspapers which e rre d  in  
p re d ic tin g  th e  o r ig in a l  HR 1 0 's d e fe a t back in  th e  87th Congress a re  
re p e a tin g  th e i r  p re d ic t io n s .  I t  w i l l  be very  c lo s e , and th e  Senate Finance 
Committee ho lds th e  answer. House passage was by a v o te  of 291 to  0 , bu t 
th e  Senate i s  a f a r  d i f f e r e n t  forum.
Senate a c tio n  and Senate-House conference p re se n t a d d it io n a l  
C ongressional h u rd le s , bu t th e  b i l l ' s  f a te  depends on Senate Finance Committee 
a c t io n , and on l im ite d  tim e l e f t  b e fo re  C ongressional adjournm ent.
Major l e g i s l a t i v e  changes a re  expected in  F edera l w e lfa re  and pension  
p lan  re g u la tio n  in  90th C ongress. Congress h e ld  two in v e s t ig a to ry  h earin g s  
th i s  y e a r . (See August "W ashington Background," in  The Jo u rn a l of Accountancy.)  
As follow -up to  m ajor 1965 re p o r t  by P r e s id e n t 's  C abinet Committee, a s p e c ia l  
In ter-A gency Task Force re c e n tly  met w ith  key groups, in c lu d in g  acco u n tan ts . 
These m eetings a re  among many d ev ices to  be used by A d m in is tra tio n , p r io r  to  
p re s e n ta tio n  of suggested  changes in  c u rre n t law. Suggested law w i l l  invo lve  
some broad changes in  th e  F edera l s t a t u t e s .  More m eaningful f in a n c ia l  
d is c lo su re  requ irem ents a re  a p o s s ib i l i t y .  Recent M cClellan (S enate)
Committee h earin g s  and Senate b i l l s  suggested  independent a u d i ts .
Congress may use computers to  he lp  i t  make d e c is io n s . F in a l re p o r t  
(S . R ept. 1414) of J o in t  Committee on th e  O rg an iza tio n  of th e  Congress 
agreed w ith  p r in c ip le  of testim ony o ffe re d  e a r l i e r  to  Committee by American 
I n s t i t u t e  w itn e sse s .
C o p y r ig h t 1966, A m e rica n  In s t it u te  o f C e r t if ie d  P u b lic  A c c o u n ta n ts
Independent a u d its  of Head S ta r t  g ra n ts  has been made permanent 
req u irem en t, a f t e r  o r ig in a l  g ra n t of c o n tra c ts  fo r  some 560 "post-m ortem ” 
a u d i ts .  (See May "W ashington Background" colum n.) O ffice  o f Economic 
O pportunity  i s  a lso  expected  to  announce s im ila r  programs in  case  of o th e r 
Community A ction Program s, and American I n s t i t u t e  committee i s  working 
c lo se ly  w ith  agency. OEO now has s ix  CPAs on s t a f f ,  to  a id  in  review  of 
au d ited  r e p o r ts .
M edicare problems abound. S o c ia l S e c u rity  A d m in is tra tio n  o f f i c i a l s ,  
b e se t by p re s su re s  to  g e t M edicare go ing , were b e la te d  in  co o rd in a tin g  w ith  
acco u n tan ts  and o th e rs  a f fe c te d  by program . An American I n s t i t u t e  com m ittee, 
a c t iv e ly  c o o rd in a tin g  w ith  th e  agency, has now prov ided  agency w ith  commentary. 
The C ongress, u n lik e ly  to  leave  M edicare a lone  fo r  lo n g , may be expected  to  
re-exam ine th e  program in  1967.
Local Neighborhood Youth Corps sponsors w i l l  be su b je c t to  o p tio n a l 
independent a u d i t s , fo llow ing  a Labor Department announcement. (See September 
"Washington B ackground.") More than  1,800 Youth Corps sp o n so rs , lo c a te d  in  
every s t a t e ,  would be au d ited  e i th e r  by independent a u d ito rs  o r by lo c a l  
governm ental u n i t s .  American I n s t i t u t e  committee component, a t  agency’s 
i n i t i a t i v e ,  subm itted  ex ten s iv e  e a r l i e r  recommendations to  agency, and i s  
again  in  c lo se  touch w ith  key o f f i c i a l s ,  b u t p re lim in a ry  in d ic a t io n s  a re  
th a t  program could p re se n t more than  th e  u su a l problem s. Key documents a re  
no t y e t a v a i la b le ,  and v i t a l  d e c is io n s  a re  pending.
P re s id e n t Johnson re c e n tly  p ra is e d  accoun ting  as a background fo r 
re g u la to ry  com m issioners, in  renom inating  American I n s t i t u t e  member 
Lawrence J .  O’Connor, J r . ,  fo r  a new f iv e -y e a r  term  as F ed era l Power 
Commissioner.
The SBA’s Small B usiness Investm ent Company program has been under 
C ongressional a t t a c k , and agency has prom ised Congress to  " c lea n  ou t"  some 
troublesom e SBICs. C om ptro ller G eneral Elmer B. S ta a ts  to ld  C ongress: "Use 
was no t made of th e  a u d its  of SBICs th a t  had been perform ed by independent 
p u b lic  a c c o u n ta n ts ."  With two h ea rin g s  concluded and one s t i l l  in  p ro g re s s , 
th e re  has been no c r i t ic i s m  to  d a te  o f c e r t i f i e d  p u b lic  a cc o u n ta n ts , nor of 
the  agency’s accounting  review  s t a f f .  Problem seems to  l i e  in  agency f a i lu r e  
to  a c t  on d a ta ,  and th e  new SBA A d m in is tra to r , Bernard L. B ou tin , has promised 
Congress to  tak e  a g g re ss iv e  a c t io n . American I n s t i t u t e  committee component 
review ing l a t e s t  SBIC annual re p o r t  form re v is io n s  found them improved.
(S ta te  s o c ie t i e s ,  in te r e s te d  in  film s and agency speakers  e x p la in in g  the  
SBIC program , should c o n tac t SBA f i e ld  o f f i c e s . )
The F edera l highway program , now in v o lv in g  a u th o r iz a t io n s  approaching 
a t o t a l  of n e a r ly  50 b i l l i o n  d o l l a r s ,  has again  come under f i r e  fo r  
d e f ic ie n c ie s  in  f in a n c ia l  c o n tro l in  s e v e ra l  s t a t e s .  H earings a re  now in  
p ro g ress  b e fo re  a House P u b lic  Works Subcommittee.
The Department of Housing and Urban Development now re q u ire s  use of 
independent a u d ito rs  in  11 s e p a ra te  agency program s, w ith  i t s  re c e n t a d d itio n  
of a program in v o lv in g  a u d its  o f 200 w ater and sewer g ra n ts  each y e a r .
F in a n c ia l re p o r tin g  ( to  SEC) by p roduct l in e  was re c e n tly  
recommended by th e  N a tio n a l Commission on Food M arketing. Composed of 
f iv e  S e n a to rs , f iv e  R ep re se n ta tiv e s  and f iv e  p u b lic  members, th e  
Commission's recommendation had s ix  d is s e n ts .  The m a jo rity  f in d in g :
"We conclude th a t  each p u b lic  c o rp o ra tio n  having annual s a le s  in  excess 
of a s p e c if ie d  amount should be re q u ire d  to  re p o r t  an n u a lly  to  th e  
S e c u r i t ie s  and Exchange Commission, fo r  p u b l ic a t io n , i t s  s a le s ,  expenses, 
and p r o f i t s  in  each f i e ld  o f o p e ra tio n s  in  which th e  annual v a lu e  of 
shipm ents i s  la r g e r  than  a g iven  minimum." C ongressional c o n s id e ra tio n  
of t h i s  and s im ila r  p ro p o sa ls  may occur in  th e  90th Congress.
P ro fe s s io n a ls  would seem to  be exempt from r e g i s t r a t io n  as fo re ig n  
a g e n ts , in  hand ling  m a tte rs  fo r  fo re ig n  c l i e n t s ,  under th e  newly passed 
Foreign  Agents R e g is tr a t io n  Act (PL 89-486). The American I n s t i t u t e  
commented on a s im ila r  measure in  th e  88th C ongress.
The R en eg o tia tio n  Act has been extended fo r  two more y ears  under 
PL 89-480. The American I n s t i t u t e  had opposed i t s  e x te n s io n .
Two re c e n tly  passed  bankruptcy  laws w i l l  i n t e r e s t  acco u n tan ts  
invo lved  in  t h i s  f i e l d .  PL 89-496, supported  fo r  many y ea rs  in  p r in c ip le  
b y  th e  American I n s t i t u t e ,  would l im i t  th e  p r i o r i t y  and n o n -d is c h a rg e a b ili ty  
of ta x e s . PL 89-495 p ro v ides a p r io r i t y  of l ie n s  in  bank rup tcy . Both b i l l s  
have been b e fo re  Congress fo r  many y e a rs .
P u b lic a tio n s  o f I n t e r e s t : (1) House Ways and Means Committee 
re p o r t  (H. Rept. 1557) on HR 10, a v a ila b le  f r e e  from th e  Committee a t  
1103 Longworth House O ffice  B u ild in g , W ashington, D. C .; (2) "Guide fo r  
G rantee A ccounting ," a v a ila b le  f r e e  of charge from Community A ction  Program, 
O ffice  of Economic O p portun ity , W ashington, D. C .; (3) "U nited  S ta te s  
Government O rg an iza tio n  Manual, 1966-67," a v a ila b le  from th e  Government 
P r in t in g  O ffice  fo r  $2. 00; (4) "Program B udgeting; Program A nalysis  and th e  
F ed era l B udget," David Novick, e d i to r ,  Harvard U n iv e rs ity  P re s s ;  Cambridge, 
M assachuse tts , $6 .30; (5) "P rep a rin g  fo r  New Management," SBA Management 
Aid fo r  Sm all M anufactu rers, a v a ila b le  f r e e  from th e  Small B usiness 
A d m in is tra tio n , W ashington, D. C.
The F edera l Government now has 2,620 computers in  u se . This i s  
tw ice th e  number used j u s t  th re e  y ears  ago.
Young acco u n tan ts  a re  hard  to  f in d . The l a t e s t  Labor Department 
o u tlo o k  re le a s e  comments th a t :  "A ccounting m ajors co n tin u e  to  be among th e  
most sought a f t e r  o f a l l  c o lle g e  g ra d u a te s . In  most p a r ts  of th e  co u n try , 
q u a l i f ie d  a p p lic a n ts  a re  in  s tro n g  demand by governm ent, CPA firm s , 
m an u fac tu re rs , in su ran ce  com panies, and o th e r  b u s in ess  o rg a n iz a tio n s . 
S ta r t in g  s a la r i e s  a re  averag ing  about $575 a month fo r  most g rad u a tes  
w ith  b a c h e lo rs ’ d eg re e s ."
More than  12,000 annual independent a u d it  engagements now r e s u l t  
from requ irem en ts o f th e  S e c u r i t ie s  and Exchange Commission, accord ing  to  
most re c e n t f ig u r e s .  A fte r  many y ea rs  in  i t s  o ld  lo c a t io n ,  SEC re c e n tly  
d ed ica ted  i t s  new h ead q u a rte rs  o f f ic e s  here  a t  500 N orth C ap ito l S t r e e t .
I n te r e s t  on self-em ploym ent re tire m e n t bonds was re c e n tly  in c reased  
from 3.75 per cen t to  4 .15 p er c e n t. In  a program c re a te d  under PL 87-792, 
about 15 m ill io n  d o l la r s  a re  now in v e s ted  in  th e se  bonds.
Recent J u s t ic e  Department a n t i - t r u s t  a c t io n  a g a in s t  p a th o lo g is ts  
fo r  a l le g e d ly  ag ree in g  n o t to  compete w ith  each o th e r ,  thus keeping fees  
" a r t i f i c i a l l y  h igh" and " in f l a t i n g  th e  c o s t o f h e a lth  i n su ra n ce ,"  has 
d is tu rb in g  o v e rto n e s . W hile some p a th o lo g is ts  contended they  were being  
"punished" fo r  t h e i r  p o s i t io n  on M edicare, o th e rs  thought th e  a c t io n  might 
s ig n a l  s im ila r  and b ro ad er a c tio n  i nvo lv ing  o th e r  a re a s .
F ed era l appointm ents and prom otions o f I n t e r e s t : To th e  I n te r n a l  
Revenue C om m issioner's Advisory Group fo r  1966-67, American I n s t i t u t e  members 
Warren K. B ass, C harles H. G ebhardt, John M. S u lliv a n  and Don J .  Summa.. .
To Deputy D ire c to r  o f th e  Defense C o n trac t A udit Agency, American I n s t i t u t e  
member Bernard B. L ynn ...T o  T re a su ry 's  Tax L e g is la t iv e  C ounsel, CPA Jerome 
K u r tz . . .To Accounting A dviser in  T re a su ry 's  O ffice  of Tax L e g is la t iv e  
C ounsel, American I n s t i t u t e  member James E. W ertz ...T o  P re s id e n t o f F ed era l 
Government A ccountants A sso c ia tio n  fo r  1966-67, American I n s t i t u t e  member 
W. F le tc h e r  L u tz .
About 25 m il l io n  people  a re  now covered by q u a l i f ie d  pension  p la n s , 
accord ing  to  House debate  during  passage o f HR 10. Few self-em ployed  a re  
covered . Debate rev ea led  th a t  T re a su ry 's  revenue lo s s  e s tim a te s  as to  th e  
e a r l i e r  HR 10 ($115,000,000 annually ) were in  sharp  c o n tra s t  to  a c tu a l  
subsequent lo s s  (about $9,000,000 p e r year) under PL 87-792.
Some 18 American I n s t i t u t e  members now serv e  on Bureau o f th e  Budget 
Advisory Committees. Committees d e a l w ith  su b je c ts  rang ing  from reco rd  
d is p o sa l g u id e lin e s  to  th e  meat packing in d u s try .
E f fo r ts  by acco u n tan ts  who a re  n e i th e r  c e r t i f i e d  nor l ic e n s e d , to  
perform  independent a u d its  under F ed e ra l program s, now meet w ith  d ecreasin g  
su cc e ss . Recent F ed era l laws and re g u la t io n s  have tended to  r e q u ire  th a t  
independent a u d ito rs  be su b je c t to  s t a t e  d is c ip l in a r y  c o n tro ls ,  and th e  
F edera l tre n d  now tends to  r e f l e c t  th e  n a t io n a l  s i tu a t io n  whereby a l l  50 
s t a t e s  r e g u la te  c e r t i f i e d  p u b lic  acco u n tan ts  and th e  la rg e  m a jo rity  of 
s t a t e s  have laws a p p lic a b le  to  lic e n se d  p u b lic  a cc o u n ta n ts .
More than  h a l f  of th e  2,890 farm c r e d i t  c o o p e ra tiv e s  a re  independen tly  
a u d ite d , acco rd ing  to  th e  re c e n t annual r e p o r t  o f th e  Farm C re d it A d m in is tra tio n . 
These co o p era tiv e s  now have on t h e i r  reco rd s  j u s t  le s s  th an  one b i l l i o n
d o l la r s  in  loans from farm c r e d i t  banks.
A ccountants a re  m entioned as d e s ir a b le  members fo r  suggested  s t a t e  
adv iso ry  committees in  th e  O ffice  of E d u c a tio n 's  re c e n t "Guide fo r  
Implem enting Handbook I I I ,  P ro p erty  Accounting fo r  Local and S ta te  School 
System s." The accoun ting  p ro fe s s io n  i s  c re d ite d  w ith  a s s is ta n c e  on th e  
gu ide .
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